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WARRANTY TRANSACTION SYSTEM AND METHOD 



TECHNICAL FIELD OF THE INVENTION 

This invention relates generally to business transactions, and more particularly 
to a warranty transaction system and method. 
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BACKGROUND OF THE INVENTION 

When a customer wishes to obtain a warranty on an item that the customer 
currently owns or is planning to purchase, the customer typically has limited options 
regarding the features and price of the warranty. For example, if a customer wishes to 
5 buy an extended warranty to cover the customer's automobile after the manufacturer's 

warranty expires, the customer is often limited to an extended warranty option offered 
by the manufacturer or a retailer. The coverage of the offered warranty may be too 
broad or too narrow, or the price of the warranty may be too high, to meet the 
customer's particular needs. However, the customer typically does not have the option 
10 to customize the warranty or to bargain over the price of the warranty to meet these 

needs. These problems are exacerbated further when the warranty the customer seeks 
is not a type of warranty that is typically provided by the manufacturer or retailer. 
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SUMMARY OF THE INVENTION 

According to the present invention, disadvantages and problems associated 
with previous warranty transactions have been substantially reduced or eliminated. 

According to one embodiment of the present invention, a warranty transaction 
5 system includes a user interface that receives a warranty request from a customer 

computer using a communications network. The warranty request indicates an item 
that a customer desires to cover under a warranty. The warranty transaction system 
also includes a warranty generation engine that generates one or more warranty 
packages that are consistent with the warranty request. The warranty packages are 

10 created according to one or more rules. The user interface communicates the warranty 

packages to the customer computer, receives a selection of at least one warranty 
package from the customer computer, and communicates the selected warranty 
package to one or more warranty provider computers using the communications 
network. In a more particular embodiment, the user interface receives bids on the 

15 selected warranty package from one or more warranty provider computers and 

communicates the bids to the customer computer. The user interface receives an 
acceptance of a bid from the customer computer and communicates the acceptance to 
the warranty provider computer that communicated the accepted bid. 

The warranty transaction system and method of the present invention provide 

20 a number of important technical advantages. The present invention provides a 

customer with one or more customized warranty package options based on 
information provided by the customer and based on information gathered by the 
system. The warranty package options are generated according to a set of rules that 
tailor the warranty packages to the customer's particular needs. The invention allows 

25 the customer to select one or more of the warranty package options and to 

communicate that selection to one or more warranty providers. The warranty 
providers are given the ability to bid on the selected warranty package, and the 
customer can then choose one or more of the bids. Therefore, unlike previous 
warranty transaction scenarios, the present invention provides the customer with a 

30 warranty tailored to the customer's specific needs and allows the customer to 
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purchase the warranty at a competitive price. Other important technical advantages 
are readily apparent to those skilled in the art. 
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BRIEF DESCRIPTION OF THE DRAWINGS 

To provide a more complete understanding of the present invention and the 
features and advantages thereof, reference is made to the following description taken 
in conjunction with the accompanying drawings, in which: 

FIGURE 1 illustrates an exemplary system for providing customized warranty 
package options to buyers and for linking the buyers to sellers to provide a 
marketplace for the buyers and sellers; 

FIGURE 2 illustrates an exemplary method for enabling a warranty 
transaction. 
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DETAILED DESCRIPTION OF THE INVENTION 

FIGURE 1 illustrates an exemplary system for providing customized warranty 
package options to buyers (customers) and for linking the buyers to sellers (warranty 
providers) to provide a marketplace for the buyers and sellers. In the illustrated 
5 embodiment, system 10 includes one or more customer computers 20a through 20n, a 

warranty transaction system 30, and one or more warranty provider computers 40a 
through 40n. Each customer and warranty provider using system 10 may have access 
to one or more customer computers 20 or warranty provider computers 40, 
respectively, at one or more locations. Customer computers 20 and warranty provider 

10 computers 40 may be desktop computers, laptop computers, personal digital 

assistants, digital telephones, or any other suitable computing or communications 
devices. Computers 20 and 40 may include input devices, output devices, processors, 
memory, and any other components suitable to manipulate information and execute 
instructions according to the operation of system 10. 

15 Customer computers 20, warranty transaction system 30, and warranty 

provider computers 40 communicate with one another using a network 12. In a 
particular embodiment, network 12 includes a global computer network such as the 
Internet. Network 12 may, however, include any suitable wired or wireless system 
that supports communications between customer computers 20 and warranty provider 

20 computers 40. For example, network 12 may include one or more public switched 

telephone networks (PSTN), integrated services digital networks (ISDN), local area 
networks (LAN), metropolitan area networks (MAN), wide area networks (WAN), or 
other communication systems or combination of communication systems at one or 
more locations. Computers 20 and 40 may include interfaces, web browsers, or any 

25 other hardware, software or other components to facilitate connection to network 12 

and interaction with other network devices. 

In the exemplary embodiment, warranty transaction system 30 includes a user 
interface 32, a warranty generation engine 34, a customer information database 36, 
and a rules database 38, which may be integral to or separate from one another. These 

30 components of warranty transaction system 30 may operate on one or more computers 
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14 at one or more locations. Computer 14 may include fixed or removable storage 
media, such as magnetic computer disks, CD-ROM, or other suitable media to store 
software associated with warranty transaction system 30 and to receive output from 
and provide input to warranty transaction system 30. Computer 14 may include a 
5 processor and volatile or non- volatile memory to execute instructions and manipulate 

information according to the operation of warranty transaction system 30. Although 
only a single computer 14 is shown, the components of system 30 may each operate 
on separate computers 14, or may operate on one or more shared computers 14, 
without departing from the intended scope of the present invention. 

10 User interface 32 provides an access point through which a user of system 30, 

such as a customer or a warranty provider, may input information to and receive 
information from warranty transaction system 30. In a particular embodiment, user 
interface 32 includes a web server supporting one or more pages, files, or other data 
structures such as hypertext markup language (HTML) or extensible markup language 

15 (XML) pages, that may be communicated to a customer computer 20 or a warranty 

provider computer 40 and conveyed using a web browser running on computer 20 or 
40. User interface 32 may also include an e-mail server operable to send messages to 
and receive messages from computers 20 and 40. Although user interface 32 is 
described as operating on computer 14 within warranty transaction system 30, the 

20 present invention contemplates user interface 32 operating in part in association with 

one or more customer computers 20 and one or more warranty provider computers 40, 
as appropriate. 

In one aspect of operation, a customer uses customer computer 20 to 
communicate information to warranty transaction system 30 regarding an item or 

25 items that the customer wants to have covered under a warranty and the desired 

characteristics of the warranty. This communication from a customer may be referred 
to as a warranty request. Warranty transaction system 30 receives the warranty 
request from the customer computer 20 using user interface 32. As described above, 
user interface 32 may include a web server providing one or more web pages to 

30 customer computer 20. These web pages may prompt the user to enter information 
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relating to desired warranty or warranties. This information may include information 
associated with the item to be covered by the warranty. The information may also 
include the desired warranty characteristics such as the location of the warranty 
provider, the size of the warranty provider, the term of the warranty, a maximum price 
5 or desired price range of the warranty, the transferability of the warranty, the deadline 

by which the warranty provider must respond, or any other appropriate characteristics 
of the desired warranty. The entered information may then be stored in customer 
information database 36. 

Warranty transaction system 30 may also obtain information related to the 

10 item to be covered from one or more customer-specific information databases 50 and 

one or more general product information databases 52, which are coupled to network 
12 or otherwise accessible by warranty transaction system 30. Customer-specific 
information database 50 contains information concerning the particular item, such as 
an automobile, that the customer wishes to place under warranty. Although the term 

15 "customer-specific" is used, it should be understood that the information in customer- 

specific information database 50 may include information related to the item even 
though this information may relate to a time when the item was owned by a person 
other than the customer requesting the warranty. For example, customer-specific 
database 50 may include a repair history of an automobile to be covered even though 

20 some of the repairs may have been made when the automobile was owned by another 

person. 

General product information database 52 contains information concerning one 
or more particular product or item types, such as the make and model of the 
automobile owned by the customer. Although a single customer-specific information 

25 database 50 and a single general product information database 52 are illustrated, 

multiple databases 50 and 52 may be coupled to network 12 and accessed by warranty 
transaction system 30. For example, a separate database 50 may exist for each 
automobile retailer associated with warranty transaction system 30, and a separate 
database 52 may exist for each manufacturer associated with system 30. The 

30 information in databases 50 and 52 may be retrieved by warranty transaction system 
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30 after a customer has communicated a warranty request to warranty transaction 
system 30, or the information may be stored and compiled in warranty transaction 
system 30 (for example, in a database associated with computer 14) before the 
warranty request is received. In the latter case, the information may then be accessed 
5 locally by computer 14 when desired. 

Information obtained from customer computer 20 and databases 50 and 52 is 
communicated to warranty generation engine 34. Warranty generation engine 34 
generates one or more warranty packages consistent with the warranty requested by 
the customer. Each warranty package may include one or more warranties that cover 

10 all or part of the item included in the warranty request. Warranty generation engine 34 

may specifically recommend one or more of these warranty packages based on the 
customer input, the information obtained from databases 50 and 52, or any other 
appropriate information that warranty generation engine 34 may obtain or have stored. 
Warranty generation engine 34 generates the warranty packages according to a set of 

15 rules stored in rules database 38. For example, an exemplary rule may specify that if a 

portion of the covered item, such as a particular part an automobile, has been replaced 
within the last year, then a warranty package including a warranty for that part should 
not be generated or should be generated but not recommended. The rules in rules 
database 38 may be updated based on information received from one or more 

20 warranty providers, from the customer, from databases 50 and 52, or from any other 

appropriate source. 

Once the warranty packages have been generated, the warranty packages are 
communicated to the customer. The customer selects one or more of the packages 
using user interface 32. This selection may be stored in customer information 

25 database 36. The selected warranty package and information relating to the customer 

(information entered by the customer or obtained from any other source, including 
databases 50 and 52) is then communicated to one or more warranty provider 
computers 40 using network 12. This communication may be in the form of an e-mail 
message sent to the warranty provider computers 40, web page content communicated 

30 to the warranty provider computers 40, or any other appropriate form of 



ATTORNEY'S DOCKET PATENT APPLICATION 

020431.0578 

10 

communication. The warranty providers associated with the warranty provider 
computers 40 to which the customer selection and information was communicated 
may then respond with a bid on one or more of the warranties included in the selected 
warranty package. The bid may include the type of warranty being offered, the 
5 characteristics of the warranty, the price of the warranty, and any other appropriate 

information. The providers may communicate the bid directly to customer computer 
20 or to warranty transaction system 30 for distribution to the customer. 

Once the customer receives the bids from the warranty providers, the customer 
may accept one or more of the warranty bids. The customer's acceptance may be 

10 communicated directly from customer computer 20 to warranty provider computer(s) 

40. Alternatively, the customer's acceptance may be communicated to warranty 
transaction system 30, which may then notify each bidding warranty provider whether 
their bid has been accepted. Customer information may be communicated to warranty 
provider computers 40 to allow the customer and warranty provider to communicate 

15 regarding the warranty offered by the warranty provider and to allow the parties to 

form a contractual agreement either electronically, telephonically, personally, or in 
any other appropriate manner. 

Therefore, the present invention provides a system that provides a customer 
with one or more warranty package options based on information provided by the 

20 customer and based on information gathered by the system. The system allows the 

customer to select a warranty package from among the warranty package options, and 
the system then communicates the warranty package selection to one or more 
warranty providers. The warranty providers are provided the ability to bid on the 
selected warranty package, and the customer can choose one or more of the bids. 

25 Accordingly, the present invention provides the customer with a warranty tailored to 

the customer's specific needs and allows the customer to purchase the warranty at a 
competitive price, providing an important technical advantage. 

FIGURE 2 illustrates an exemplary method for enabling a warranty 
transaction according to aspects of the present invention. The method begins at step 

30 102, where warranty transaction system 30 receives a warranty request from a 
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customer computer 20. As an example, and not by way of limitation, the following 
description assumes that the customer using customer computer 20 requests a 
warranty to cover an automobile owned by the customer. The present invention may 
be used to facilitate warranty transactions for any other appropriate item, and the 
5 examples given below relating to automobiles are for exemplary purposes only and 

should not be construed to limit the scope of the present invention. 

The exemplary warranty request for the automobile includes information 
about the item to be covered (the automobile) and the desired warranty characteristics. 
The customer- specific information communicated to warranty transaction system 30 

10 may include the make, model, year, license plate number, vehicle identification 

number (VIN), or any other appropriate information associated with the automobile to 
be covered by the warranty. The warranty characteristics communicated by the 
customer may include the location of the warranty provider, the size of the warranty 
provider, the term of the warranty, a maximum price or desired price range of the 

15 warranty, the transferability of the warranty, the deadline by which the warranty 

provider must respond, or any other appropriate characteristics of the desired 
warranty. As described above, this item and warranty characteristic information may 
be received from customer computer 20 using user interface 32. User interface 32 
may store this information in customer information database 36. 

20 At step 104, warranty transaction system 30 gathers additional information 

regarding the customer's automobile from one or more customer-specific information 
databases 50. In the exemplary embodiment, warranty transaction system 30 may use 
the license plate numbers, VIN, or other identifier associated with the customer's 
automobile that were provided by the customer to access databases 50 that include 

25 specific information about the customer's automobile. For example, warranty 

transaction system 30 may access the database 50 of an automobile manufacturer or 
retailer that has serviced the customer's automobile to obtain the maintenance history 
of the automobile. This history may include information about the parts that have 
been replaced and the date and mileage at which the parts were replaced. Warranty 

30 transaction system 30 may also access an insurer's database 50 to determine whether 
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any damage has been inflicted on the automobile. This information may be obtained 
directly from databases 50 that are coupled to network 12, or may be input to 
warranty transaction system 30 from another source. One or more other appropriate 
databases 50 may be accessed instead of or in addition to the exemplary databases 50 
5 described above to obtain customer-specific information. 

At step 106, warranty transaction system 30 may gather information from one 
or more general product information databases 52. Databases 52 may include general 
information about the make, model, trim line, year, or any other information 
concerning the automobile that the customer wishes to cover, in any suitable 
10 combination. For example, warranty transaction system 30 may access a database 52 

that includes information about the general reliability of the make, model, trim line, 
and year of the automobile or about the reliability of specific parts of the automobile. 
More specifically, as merely an example, warranty transaction system 30 may access 
a database 52 that indicates the transmission on the particular make, model, trim line, 
15 and year of the automobile has an average lifespan of one hundred thousand miles. 

As with customer-specific information databases 50, general product information 
databases 52 may be coupled to network 12 and directly accessed by warranty 
transaction system 30, or the information in databases 52 may be otherwise input to 
warranty transaction system 30. In addition, any other appropriate databases 52 may 
20 be accessed to obtain general product information relating to the item to be covered 

under the warranty. 

[ Using the information provided by the customed and any information gathered 

from customer-specific information databases 50 /or general product information 
databases 52, warranty generation engine 34 generates one or more warranty package 
25 options for the customer's automobile at st^p 108. The warranty packages are 

generated according to one or more rules sffored in rules database 38. These rules 
determine the characteristics of the warranty packages that are generated. For 
example, and not by way of limitation; an exemplary rule may indicate that if the 
customer has had a specific part replaced in the automobile within the past ten 
30 thousand miles or within a certain ^period of time, then warranty generation engine 34 
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should not generate or should not recomm/nd a warranty on that particular part. 
Another exemplary rule might indicate that if the car has been driven more than 
50,000 miles, then a warranty on the water pump should be generated. The 
information on the repair history of the car and the mileage of the car used in these 
5 rules may be obtained from the customer or from databases 50 or 52. Any other 

appropriate rules may be used, iryfluding rules that incorporate information received 
from the customer and from databases 50 and 52, in order to generate a warranty 
package or packages that ar/ tailored to meet the specific needs of the customer. 
Using these rules, warranty generation engine 34 may generate an assortment of 

10 warranty packages that dover individual parts of the customer's automobile or that 

cover the entire automqpile. 

Warranty generation engine 34 provides the generated warranty packages to 
user interface 32, which then communicates the warranty packages to customer 
computer 20 at step 110. This communication may be made using any appropriate 

15 method of communication over network 12, including sending an e-mail or 

communicating one or more web pages. The customer using customer computer 20 
selects one or more of the warranty package options and communicates this selection 
to warranty transaction system 30 using an e-mail message, a web page, or any other 
appropriate method. Warranty transaction system 30 receives the selection of the 

20 customer at step 112. 

Warranty transaction system 30 communicates the selected warranty package 
or packages to one or more warranty provider computers 40 at step 114. This 
communication may be made using any appropriate form of communication over 
network 12, including sending an e-mail or communicating one or more web pages. 

25 Warranty transaction system 30 may also send selected information associated with 

the customer (information entered by the customer or obtained from any other source, 
including databases 50 and 52) to warranty provider computers 40 to enable the 
warranty providers to make an informed decision regarding a bid on the selected 
warranty package. For example, the warranty provider might wish to know the 

30 mileage or repair history for an automobile before bidding on a warranty package. 
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Based on the communicated information, one or more warranty providers may 
determine a bid on some or all of each warranty package selected by the customer. 
For example, if the selected warranty package includes a warranty for all parts of the 
customer's automobile, some warranty providers might bid on warranties that cover 
only certain parts of the automobile, such as the transmission. Warranty provider 
computers 40 may communicate the bids of the warranty providers to warranty 
transaction system 30 using network 12 at step 116. Warranty transaction system 30 
communicates the bids to customer computer 20 at step 118. Alternatively, warranty 
providers may communicate their bids directly to customer computers 20 using 
network 12. 

As described above, the bids communicated from the warranty providers 
include the features and coverage of the warranty offered by the provider and the 
price at which the warranty is offered. Based on these bids, the customer using 
customer computer 20 accepts one or more of the warranty packages. The customer 
may then communicate the selection to warranty transaction system 30 at step 120 
using network 12. Warranty transaction system 30 then communicates the selection 
of the customer to warranty provider computers 40 at step 122. Alternatively, the 
customer may communicate the selection directly to the warranty provider using 
network 12. Warranty transaction system 30 may notify all warranty providers of the 
customer's selection, possibly including warranty providers whose bids were not 
selected. The provider whose bid was selected may communicate with the customer 
to set up the warranty, using network 12 or otherwise. Warranty transaction system 
30 may act as an intermediary in the formation of the contract between the customer 
and the selected warranty provider(s), or the customer and warranty provider may 
communicate directly. 

An advantage of using warranty transaction system 30 is that warranty 
providers may obtain detailed information about the customer and the item that is to 
be covered by the warranty. The warranty provider can then use this information to 
tailor its bid to the customer and to more efficiently provide service to the customer 
after the warranty is accepted by the customer. For example, based on the coverage 
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of an automobile warranty being provided and the age of covered parts in a customer's 
automobile, the warranty provider providing the warranty may inform an associated 
repair facility to keep one or more covered parts in inventory to meet possible short- 
term needs of the customer. This may be particularly desirable where the warranty 
5 provider deals with a large number of customers. In addition, any other appropriate 

type of business planning and supply chain management may also be performed using 
the information provided by the customer or otherwise obtained by warranty 
transaction system 30. 

Although the present invention has been described with several embodiments, 
10 numerous changes, substitutions, variations, alterations, and modifications may be 

suggested to one skilled in the art, and it is intended that the invention encompass all 
such changes, substitutions, variations, alterations, and modifications as fall within the 
spirit and scope of the appended claims. 



